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Stable profit growth with the strong profitability

756.HK | 756.HK | 756.HK
Industry: Consumption

The profits increased stably in 1H2013/2014

better than the expectation
Rating: Buy CP: HK$1.10 TP: HK$1.45

Company Introduction

China Tianyi (or “the Group”) is the first domestic agricultural
products manufacturer and grower listed in H Shares, which is
principally engaged in processing and selling of frozen
concentrated orange juice (“FCOJ”) and the related products. The
Group becomes the leader in the market with 19 years of
experience in the concentrated juice processing industry, and has
established as well as invested in production plants in the three
major citrus growing areas of Chongging, Hunan and Fujian. It has
also set up its own orange cultivation bases of tens of thousands
Mu in aggregate. The Group has been supplying raw material to
large beverage products manufacturers, including Coca-Cola in
China, Japan-based Suntory and Wahaha in recent years, and
also exnorts its nroducts to the UK and the Asian reaion.

Summary

« China Tianyi is the largest products manufacturer who
is principally engaged in processing and selling of FCOJ
in China. By the end of Dec 2013, the Group’s revenue
increased by 18.4% y-y to RMB 279 million. Net profit
amounted to RMB69.028 million with the year-on-year
growth rate of 12.6%, equivalent to the EPS of
RMBO0.06; better than our previous expectation;

e China Tianyi owns quite strong anti-risk ability from
upstream production to downstream sales benefited
from the unique integration business model, and
therefore gains the strong profitability. In 1H2013/2014
(Dec 2013), its gross margin and net margin still
maintained quite high level as 32.70% and 25.00%
respectively;

e China Tianyi still owns quite rich cash flow to ensure
there are enough liquid assets to meet the matured
liabilities in future, but total cash flow decreased
compared with the previous year. Additionally, the
Group’s capital expenditure increased sharply, and the
bank loans raised significantly, which caused the debt
ratio went up obviously, representing the deterioration
of the financial condition. As at the end of 2013, the
Group’s cash and cash equivalents recorded to
RMB424 million. Current ratio increased from 3.7x in
the fiscal year of 2013(Jun 2013) to 4.1x, but D/E ratio
grew from 27.9% to 42.71%;

« Considering the Group’s quite strong profitability, and
the increase of the orange selling price under the
improvement of the market in future, we believe the
Group’s sales will go up stably. However, it is worth
noting that China Tianyi’'s net profit margin only
recorded 13% approximately in the fiscal year of
2013(Jun 2013), huge difference compared with that in
Dec 2013, which was mainly because of the adjustment
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Financial Status
FYE FY11 FY12 FY13 FY14F FY15F
Valuation Ratios
P/E (X) 6.0 4.3 15.9 16.1 14.2
P/B (X) 1.3 0.8 0.8 0.7 0.7
Dividend Payout ratio 0.00% 0.00% 57.89% 39.62% 40.24%
Dividend Yield 0.00% 0.00% 4.53% 3.06% 3.52%
Per share data (RMB)
EPS, reported 0.15 0.21 0.06 0.05 0.06
EPS, adj. 0.15 0.21 0.06 0.05 0.06
DPS (HK$ Cents) 0.00 0.00 4.00 2.70 3.11
BVPS 0.66 1.06 1.12 1.20 1.26
Growth
Revenue 43.0% -19.2% 9.0% 7.0%
Gross profit 75.5% -20.1% 7.3% 8.7%
Operating profit 49.4% -48.1% 6.3% 8.4%
Net Income 62.8% -73.2% 11.7% 13.2%
Key Ratios
Operating margin 40.71% 42.53% 27.33% 26.64% 26.99%
Core operating margin 14.15% 26.00% 22.97% 25.35% 26.28%
Net margin 33.78% 38.44% 12.76% 13.07% 13.83%
Current ratio (x) 2.5 4.7 3.7 3.4 3.0
Quick ratio (x) 2.4 4.5 3.5 3.3 2.9
Cash ratio (x) 2.0 3.0 2.0 1.7 1.5
Inventory turnover (x) 19.3 9.8 11.9 14.4
Days of sales outstanding (Days) 19 37 31 25
Receivable turnover (x) 7.9 4.9 51 4.4
Average receivable collection period (Days) 46 75 72 84
Payable turnover (x) 27.5 19.1 18.4 15.6
Number of days of payables (Days) 13 19 20 23
The process of production (Days) 52 93 83 85
Financial leverage ratio (x) 1.4 1.3 1.4 1.6 1.6
Debt-to-equity ratio 33.04% 25.28% 27.90% 49.01% 49.26%
Total assets turnover 41.74% 38.50% 28.12% 24.64% 24.96%
ROA 14.10% 14.80% 3.59% 3.22% 3.45%
ROE 22.51% 19.34% 4.95% 4.56% 4.93%
Income Statement (RMB 000) FY11 FY12 FY13 FY14F FY15F
Revenue 455,185 650,999 525,774 573,094 613,210
COGS (313,908) (403,059) (327,742) (360,516) (382,147)
Gross Profit 141,277 247,940 198,032 212,577 231,063
Gain from changes in fair value of biological asse: 113,142 108,511 30,455 30,150 31,658
Other revenue 8,467 10,776 9,700 10,088 12,106
Distribution costs (24,288) (10,565) (7,917) (4,909) (5,056)
Administrative exoenses (52,591) (68,096) (69,322) (62,390) (64,885)
Other expenses (688) (11,727) (17,274) (32,821) (39,385)
Profit form operations 185,319 276,839 143,674 152,697 1 65,501
Net finance incomes ( costs) (19,576) (26,716) (43,935) (44,814) (47,054)
Profit before tax 165,743 250,123 99,739 107,883 118,446
Income tax credit (expense) (11,975) 139 (32,665) (32,992) (33,651)
Income tax rate 7.23% N/A 32.75% 30.58% 28.41%
Profit for the year 153,768 250,262 67,074 74,892 84,795
Profit for the period attributable to ow ners of the (¢ 153,768 250,262 67,074 74,892 84,795
Minority interest [0} [0} 0 0] 0]
Balance Sheet (RMB 000) FY11 FY12 FY13 FY14F FY15F
Property, plant and equipment 158,897 235,088 244,949 254,747 267,484
Land use rights 11,030 18,384 17,969 20,664 21,078
Lease prepayments for orange plantations 123,657 343,094 537,912 699,286 804,178
Goodw ill (0] 56,696 56,696 56,696 56,696
Non-current assets 413,934 894,060 969,570 1,315,678 1,436,007
Inventories 7,925 33,892 32,806 27,885 25,097
Cash and cash equivalents 555,996 513,199 488,913 498,691 523,626
Current assets 676,503 796,631 900,060 1,010,422 1,020,601
Total assets 1,090,437 1,690,691 1,869,630 2,326,099 2,456,608
Trade payables 18,475 7,947 5,909 11,227 13,473
Secured bank loans 114,190 141,190 185,690 222,828 256,252
Current liabilities 274,291 170,132 245,522 295,419 345,200
Net current assets 402,212 626,499 654,538 715,003 675,401
Non-current liabilities 26,410 233,343 243,970 550,494 560,542
Total liabilities 300,701 403,475 489,492 845,913 905,742
Net assets 789,736 1,287,216 1,380,138 1,480,186 1,550,866
Share capital 8,971 10,501 10,682 10,690 10,690
Reserves 780,765 1,276,715 1,369,456 1,469,496 1,540,176
Equity attributable to ow ners of the Company 789,736 1,287,216 1,380,138 1,480,186 1,550,866
Minority interest [0} [0} 0 0 0
Total equity 789,736 1,287,216 1,380,138 1,480,186 1,550,866
Source: PSR
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS

Total Return Recommendation Rating Remarks
>+20% Buy 1 >20% upside from the current price
+5% to +20% Accumulate 2 +5% to +20%upside from the current price
-5% to +5% Neutral 3 Trade within * 5% from the current price
-5% to -20% Reduce 4 -5% to -20% downside from the current price
<-20% Sell 5 >20%downside from the current price

We do not base our recommendations entirely on the above quantitative return bands. We consider qualitative factors like (but not limited
to) a stock's risk reward profile, market sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, and
speculative undertones surrounding the stock, before making our final recommendation

GENERAL DISCLAIMER

This publication is prepared by Phillip Securities (Hong Kong) Ltd (“Phillip Securities”). By receiving or reading this publication, you agree to be bound by the
terms and limitations set out below.

This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities shall not be liable for any direct
or consequential loss arising from any use of material contained in this publication.

The information contained in this publication has been obtained from public sources which Phillip Securities has no reason to believe are unreliable and any
analysis, forecasts, projections, expectations and opinions (collectively the “Research”) contained in this publication are based on such information and are
expressions of belief only. Phillip Securities has not verified this information and no representation or warranty, express or implied, is made that such
information or Research is accurate, complete or verified or should be relied upon as such. Any such information or Research contained in this publication is
subject to change, and Phillip Securities shall not have any responsibility to maintain the information or Research made available or to supply any
corrections, updates or releases in connection therewith. In no event will Phillip Securities be liable for any special, indirect, incidental or consequential
damages which may be incurred from the use of the information or Research made available, even if it has been advised of the possibility of such damages.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at
any time without prior notice.

This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs
of any particular person. The products mentioned in this material may not be suitable for all investors and a person receiving or reading this material should
seek advice from a financial adviser regarding the suitability of such products, taking into account the specific investment objectives, financial situation or
particular needs of that person, before making a commitment to invest in any of such products.

This publication should not be relied upon as authoritative without further being subject to the recipient’'s own independent verification and exercise of
judgment. The fact that this publication has been made available constitutes neither a recommendation to enter into a particular transaction nor a
representation that any product described in this material is suitable or appropriate for the recipient. Recipients should be aware that many of the products
which may be described in this publication involve significant risks and may not be suitable for all investors, and that any decision to enter into transactions
involving such products should not be made unless all such risks are understood and an independent determination has been made that such transactions
would be appropriate. Any discussion of the risks contained herein with respect to any product should not be considered to be a disclosure of all risks or a
complete discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in
this research should take into account existing public information, including any registered prospectus in respect of such security.

Disclosure of Interest

Analyst Disclosure: Neither the analyst(s) preparing this report nor his associate has any financial interest in or serves as an officer of the listed corporation
covered in this report.

Firm’s Disclosure: Phillip Securities does not have any investment banking relationship with the listed corporation covered in this report nor any financial
interest of 1% or more of the market capitalization in the listed corporation. In addition, no executive staff of Phillip Securities serves as an officer of the listed
corporation.

Availability

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country
where such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities to any
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

Information contained herein is based on sources that Phillip Securities (Hong Kong) Limited (“PSHK”) believed to be accurate. PSHK does not bear
responsibility for any loss occasioned by reliance placed upon the contents hereof. PSHK (or its affiliates or employees) may have positions in relevant

investment products. For details of different product's risks, please visit the Risk Disclosures Statement on http://www.phillip.com.hk.

© 2014 Phillip Securities (Hong Kong) Limited
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